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ANNUAL REPORT 


The Quaker Oats G>mpany 


FOR THE YEAR ENDED JUNE 30, 1949 


★ 


The management intends to solicit proxies for the 
annual meeting of stockholders to be held on 
November 4, 1949. Copies of the notice of meet¬ 
ing, proxy and proxy statement will be mailed 
to stockholders on or about October 3, 1949. 







The Quaker Qals G>mpany 


PLANT LOCATIONS 


AKRON, OHIO 
CEDAR RAPIDS, IOWA 
ST. JOSEPH, MISSOURI 
SHERMAN, TEXAS 
MEMPHIS, TENNESSEE 
DEPEW, NEW YORK 


TECUMSEH, MICHIGAN 
PEKIN, ILLINOIS 
ROCKFORD, ILLINOIS 
OREGON, ILLINOIS 
MARION, OHIO 
PORTLAND, OREGON 


LOS ANGELES, CALIFORNIA 


THE QUAKER OATS COMPANY OF CANADA LIMITED 
PETERBOROUGH, ONTARIO SASKATOON, SASKATCHEWAN 


QUAKER OATS LIMITED 
Southall, England 


QUAKER OATS-GRAANPRODUCTEN, N.V., 
Rotterdam, The Netherlands 


A/S “OTA” 
Nakskov, Denmark 


QUAKER NAHRMITTEL GESELLSCHAFT, m.b.H., 
Grevenbroich, Germany 


RESEARCH LABORATORIES 
Chemical —Chicago, Illinois 
Mechanical —Akron, Ohio 

EXPERIMENTAL FARMS 
Barrington, Illinois Libertyville, Illinois 


COUNTRY ELEVATOR LOCATIONS 
Illinois, Iowa, Kansas, Mississippi, Missouri, South Dakota 


SALES OFFICES 

THE QUAKER OATS COMPANY 


Akron, Ohio 
Atlanta, Georgia 
Baltimore, Maryland 
Boston, Massachusetts 
Cedar Rapids, Iowa 
Cincinnati, Ohio 
Cleveland, Ohio 
Denver, Colorado 


Detroit, Michigan 
Los Angeles, California 
Memphis, Tennessee 
Minneapolis. Minnesota 
New York, New York 
Philadelphia, Pennsylvania 
Pittsburgh, Pennsylvania 
Portland, Oregon 


Richmond, Virginia 
St. Joseph, Missouri 
St. Louis, Missouri 
Salt Lake City, Utah 
San Francisco, California 
Seattle, Washington 
Sherman, Texas 
Syracuse, New York 


THE QUAKER OATS COMPANY OF CANADA LIMITED 

Calgary, Alberta Peterborough, Ontario Toronto, Ontario 

Edmonton, Alberta Quebec, Quebec Vancouver, British Columbia 

Moncton, New Brunswick Regina, Saskatchewan Winnipeg, Manitoba 

Montreal, Quebec Saskatoon, Saskatchewan 















Tl\e Quaker Oats Company 

< Incorporated in New Jersey) 

GENERAL OFFICES 

Board of Trade Building 141 West Jackson Boulevard 

CHICAGO 


DIRECTORS 

JOHN STUART, Chairman 
R. DOUGLAS STUART, Vice Chairman 
JOHN P. WELLING PRESTON A. WELLS 

EDWARD L. RYERSON EDWARD D. ANDREWS 

FREDERICK H. SCOTT DONOLD B. LOURIE 

DONALD B. DOUGLAS H. EARLE MUZZY 

WALTER L. TEMPLETON REG R. FAR YON 


OFFICERS 


JOHN STUART - - - - 

R. DOUGLAS STUART - - 

DONOLD B. LOURIE - - - 

H. EARLE MUZZY - - - 

L. F. WATERMULDER - - 

HARTLEY C. LAYCOCK, Jr. - 
GEORGE B. WHITFIELD - 

W. H. BALL. 

STANLEY H. BAKER - - 

C. E. McKEE. 

R. A. BOWEN. 

DONALD B. DOUGLAS - - 

EDWARD D. SHUMWAY - 
COLIN S. GORDON - - - 

LISLE R. HAWLEY - - - 

EDWARD D. ANDREWS- - 
FRANK R. WARTON- - - 

FREDUS N. PETERS - - - 

JOHN R. STALEY - - - - 


Chairman of the Board 
Vice Chairman of the Board 

.President 

- Executive Vice President 

.Treasurer 

Secretary and Ass’t Treasurer 

.Controller 

Assistant Treasurer 
Assistant Secretary 
Assistant Controller 
Assistant Controller 

- Vice President 

- Vice President 

- Vice President 

- Vice President 

- Vice President 

- Vice President 

- Vice President 

- Vice President 


JAMES M. BEST 


General Counsel 


TRANSFER AGENT 

The Northern Trust Company 

Chicago 


REGISTRAR 

City National Bank & Trust Company 

Chicago 
























Report to Stockholders 

W E submit herewith for your consideration the Consolidated Bal¬ 
ance Sheet and Statement of Consolidated Income for the year 
ending June 30, 1949. 

The net income for the year was $8,173,642.90, as compared to $8,437,- 
138.45 for the previous year. Our total dollar sales of $207,037,483.51 were 
12% below a year ago, due in the main to lowered selling prices made 
possible by lower prices on grains and materials we use. We declared pre¬ 
ferred and common dividends of $4,992,189.50 during the past fiscal year. 

During the year net additions to Property, Plant and Equipment after 
Depreciation Reserve amounted to $2,857,887.23. The principal expendi¬ 
tures were for further modernization of our Country Elevators, our paper 
mill at Pekin, Illinois, the purchase of new high speed packaging machinery 
to help lower costs, and additions to our two research farms. As stated in 
last year’s report, on account of high costs we are only doing replacement 
and construction work which we believe should not be postponed. 

At June 30 our inventories were well below the levels of the preceding 
year. With declining grain and material prices we must absorb some inven¬ 
tory losses, although we continue to follow the policy of minimum working 
requirements and hedging purchases whenever safely possible. 

Our total unit volume of packaged products held up satisfactorily during 
the year. In bulk products like flour, rolled oats, commeal, and feed our 
volume was substantially lower, largely due to two causes: relief buying 
was very much less than during the previous year, and on account of wide 
price fluctuations for grain and feed ingredients our domestic buyers were 
reducing inventories to a minimum. 

During the year the Chemicals Division of the Company developed 
added units of volume on furfural and its many derivatives. 

While the net profits of the United States Company were somewhat 
better than last year, the consolidated figures were affected by a decrease 
in the profits of the Canadian Company. This decrease was largely the 
result of reduced exports to sterling area countries caused by Britain’s 
curtailment of dollar purchases during the year. 

All of our foreign subsidiaries have shown gains during the year in both 
volume and net profits. Further relaxation of governmental controls has 
helped our operations. 

In spite of increasing foreign exchange difficulties, our export volume on 
packaged items from the United States was well maintained throughout 
the year. 

There has been a substantial increase in our receivables from certain 
South American countries due to our increased sales. In these days of 
international economic uncertainty this is an important consideration 
which is having our constant and close attention. Likewise, in our feed 
business, credit consideration is becoming an increasingly important factor 
due to competitive conditions that are developing. Accordingly we have 
continued to add to our credit reserves. 

Over the year we have expanded our research—chemical, nutritional, 
biochemical, and mechanical. Scientists and technicians are developing 
new products and new machines to make old products better. Funda¬ 
mental scientific research is being sponsored by us in a number of uni¬ 
versities. The Company is a charter member of the Nutrition Foundation, 







a nonprofit organization which has contributed and is contributing to 
support basic research in the fields of public health, infant feeding, cancer 
research, and general nutrition. 

In 1936 the Company instituted a Wage Bonus Plan, and payments 
have been made for 14 consecutive years. Money available for this fund 
in the United States was 8.38% greater than last year; however, the pay 
rolls of eligible employees, that is, the wages and salaries of qualified 
Quakers, were 9.26% greater than last year, with the result that each 
employee received 6.8% of his earnings for the year, or slightly over three 
weeks’ additional pay. 

During the past year contributory Group Life Insurance Plans were made 
available to regular employees in the United States and Canada who wished 
to join. They were enthusiastically received, nearly 90 per cent of those eligi¬ 
ble having joined the Plans since they became effective January 1, 1949. 

A year ago we announced the launching of new Aunt Jemima Mixes in 
the eastern territory. The initial work has been done, and we have encour¬ 
aging results, particularly on Aunt Jemima Silver Cake Mix and Aunt 
Jemima Devil’s Food Cake Mix, but the rest of the line—Oatmeal Cookie 
Mix, Oatmeal Muffin Mix, Corn Muffin Mix, and Gingerbread Mix—is 
still in the experimental stages. 

We have lowered our selling prices on Quaker Oats, Mother’s Oats, 
Quaker and Aunt Jemima Cornmeal and Grits, Aunt Jemima Pancake and 
Buckwheat Flours, and Ken-L-Ration; our feed prices have been adjusted 
weekly, based on the market changes. We have been trying to do our part 
in bringing down the cost of living. 

We regret that we have to announce the resignation of Mr. John P. 
Welling from our Board on account of illness. Mr. Welling has been a 
valuable member of the Board for 42 years. At our August meeting Dr. 
Milton S. Eisenhower, President of Kansas State College of Agriculture 
and Applied Science, was unanimously elected to fill the vacancy caused by 
Mr. Welling’s resignation. We are confident that Dr. Eisenhower will bring 
to our meetings a point of view and experience that will be of great value 
to our Company. 

At the August Board meeting the Directors voted to increase the mem¬ 
bership of the Board by one, and we are recommending to the stockholders 
the election of Mr. Colin S. Gordon to be the new Director. Mr. Gordon is 
a Vice President and has been the directing head of our country elevators 
and grain department for many years. 

To our 7403 Quakers throughout the world, we wish to express our 
appreciation of their loyalty and fine co-operation. 


JOHN STUART, Chairman of the Board 
R. DOUGLAS STUART, Vice Chairman of the Board 
DONOLD B. LOURIE, President 


September 23, 1949. 






The Quaker O&ts Company 

Domestic and Canadian Companies 

CONSOLIDATED BALANCE SHEETS 


ASSETS 

June 30, 1949 

CURRENT ASSETS: 

Cash . $ 7,132,134.27 

U. S. Government Securities, at lower of 

cost or market. 18,868,374.13 

Accounts Receivable, less reserves (Note 3) 10,643,512.50 


Inventories of Grain, Materials, Products 

and Supplies, at lower of cost or market. 15,636,233.22 
Total current assets . $52,280,254.12 


INVESTMENTS IN AND ADVANCES TO 


AFFILIATES, at cost (Note 1): 

United States and Canadian — partially 

owned . $ 623,343.99 

United States — wholly owned . 50,000.00 

English — wholly owned . 647,877.97 

Continental European . 1,104,529.36 

$ 2,425,751.32 

Less—Reserve for possible losses . 1,109,679.33 

$ 1,316,071.99 

PREPAID EXPENSES: 

Unamortized Debt Discount and Expense.$ 260,715.85 

Insurance, etc . 1,234,676.04 

$ 1,495,391.89 


PROPERTY, PLANT AND EQUIPMENT 


(Note 4): 

Land . $ 2,090,637.26 

Buildings and Improvements . 18,077,788.26 

Machinery and Equipment . 22,410,602.50 

Country Elevators . 3,131,002.69 

$45,710,030.71 

Less — Reserves for Depreciation. 19,652,255.27 

$26,057,775.44 

PATENTS, at cost less amortization . $ 265,408.16 


June 30, 1948 


$ 7,386,722.16 

12,873,196.05 

12,130,768.84 

19,616,821.65 

$52,007,508.70 


$ 532,999.48 

50,000.00 
529,873.82 
1,102,834.76 
$ 2,215,708.06 
1,109,679.33 
$ 1,106,028.73 

$ 278,096.89 

662,265.36 
$ 940,362.25 


$ 2,315,224.48 
17,441,144.94 
19,755,311.25 
2,803,327.93 
$42,315,008.60 
19,115,120.39 
$23,199,888.21 

$ 370,744.15 


TRADE-MARKS, TRADE RIGHTS AND 
GOODWILL (Note 4). $10,145,506.07 

$91,560,407.67 


$10,145,506.07 

$87,770,038.11 


The accompanying notes are an 











































The Quaker 0*ts Company 

Domestic and Canadian Companies 

CONSOLIDATED BALANCE SHEETS 


LIABILITIES 


June 30, 1949 

CURRENT LIABILITIES: 

Accounts Payable . $ 2,939,963.09 

Accrued Federal and Canadian Income 

Taxes . 5,843,266.89 

Other Accrued Liabilities . 3,354,750.79 

Due to Affiliates not Consolidated . 89,183.98 

Dividends Payable . 1,317,991.50 

Total current liabilities . $13,545,156.25 


June 30, 1948 


$ 2,894,818.71 

5,513,677.34 

3,207,085.81 

89,183.98 

1,317,991.50 

$13,022,757.34 


FUNDED DEBT— 

Twenty Year 2^g% Debentures, due 

July 1, 1964.$10,000,000.00 


CAPITAL STOCK AND EARNINGS RETAINED 
IN THE BUSINESS: 

Preferred, 6% cumulative, 

$100.00 par value . $18,000,000.00 

Authorized 250,000 shares 
Issued 180,000 shares 

Common, no par value . 15,210,000.00 

Authorized 800,000 shares 
Issued 702,000 shares 

Earnings Retained in the Business: 

Reserved for — 

Future Inventory Losses and 


Necessary Price Adjustments . 7,800,000.00 

Insurance and Other Contingencies. . 1,050,000.00 

Unreserved (Note 5) . 26,266,307.26 


$68,326,307.26 


Less 892 shares of preferred and 2,447 
shares of common stock held in treasury 
and reserved for employees, at cost less 
reserve . 311,055.84 

$68,015,251.42 

$91,560,407.67 


$10,000,000.00 


$18,000,000.00 


15,210,000.00 


7,800,000.00 

974,440.72 

23,090,413.14 

$65,074,853.86 


327,573.09 

$64,747,280.77 

$87,770,038.11 


gral part of the above statements. 
































The Quaker 0*ts (pmpany 

Domestic and Canadian Companies 

Statement of Consolidated Income 

For Year Ended June 30, 1949 

Year Ended 
June 30, 1949 

Net sales .. $207,037,483.51 

Cost of goods sold . 167,022,529.73 

Selling, general and administrative expenses . 26,311,753.30 

Income from operations . $ 13,703,200.48 

Other income . 335,482.03 

Income charges . 628,731.87 

Income before Federal and foreign income and profits taxes . $ 13,409,950.64 
Federal and foreign income and profits taxes: 

Income taxes . $ 5,236,307.74 

Excess profits taxes . 

Total income and profits taxes . $ 5,236,307.74 

Net income . $ 8,173,642.90 


Statement of Unreserved Earnings Retained in the Business 

For Year Ended June 30, 1949 

Balance at beginning of the year.$ 23,090,413.14 

Net income. 8,173,642.90 

Total.$ 31,264,056.04 

Dividends: Preferred stock.$ 1,074,648.00 

Common stock. 3,847,541.50 

Total dividends.$ 4,922,189.50 

Transfer to Earnings Reserved for: 

Future inventory losses and necessary price 

adjustments. 

Other—net. 75,559.28 

Unreserved Earnings Retained in the Business at end of 

the year (Note 5).$ 26,266,307.26 


The accompanying notes are an integral part of the above statements. 






































The Quaker Oats (pmpany 

Domestic and Canadian Companies 

Statement of Consolidated Income 
For Previous Years 


Year Ended 
June 30, 1948 

Year Ended 

June 30, 1947 

Year Ended 

June 30, 1946 

Year Ended 
June 30, 1945 

$235,478,696.74 

$194,043,637.48 

$154,831,182.62 

$151,083,671.40 

198,150,376.61 

161,726,747.65 

124,925,604.95 

123,614,351.01 

23,753,704.15 

20,165,090.57 

17,468,671.07 

15,295,513.23 

$ 13,574,615.98 

$ 12,151,799.26 

$ 12,436,906.60 

$ 12,173,807.16 

350,646.86 

872,767.47 

837,415.35 

585,324.96 

491,032.73 

500,150.39 

449,698.36 

647,387.86 

$ 13,434,230.11 

$ 12,524,416.34 

$ 12,824,623.59 

$ 12,111,744.26 

$ 4,997,091.66 

$ 4,565,828.00 

$ 4,083,237.50 

$ 3,191,397.81 



2,270,334.95 

3,518,914.98 

$ 4,997,091.66 

$ 4,565,828.00 

$ 6,353,572.45 

$ 6,710,312.79 

$ 8,437,138.45 

$ 7,958,588.34 

$ 6,471,051.14 

$ 5,401,431.47 

Statement of 

Unreserved Earnings Retained in 

the Business 


For Previous Years 


$ 18,917,370.54 

$ 18,362,863.07 

$ 16,155,659.82 

$ 14,501,840.71 

8,437,138.45 

7,958,588.34 

6,471,051.14 

5,401,431.47 

$ 27,354,508.99 

$ 26,321,451.41 

$ 22,626,710.96 

$ 19,903,272.18 

$ 1,074,648.00 

$ 1,074,648.00 

$ 1,074,648.00 

$ 1,074,645.00 

3,147,988.50 

3,147,988.50 

3,147,988.50 

2,623,323.75 

$ 4,222,636.50 

$ 4,222,636.50 

$ 4,222,636.50 

$ 3,697,968.75 


3,142,489.80 


7,510.20 

41,459.35 

38,954.57 

41,211.39 

42,133.41 

$ 23,090,413.14 

$ 18,917,370.54 

$ 18,362,863.07 

$ 16,155,659.82 





















































The Quaker O&ts (pmpany 

Domestic and Canadian Companies 

NOTES ATTACHED TO AND MADE AN INTEGRAL PART OF 
CONSOLIDATED FINANCIAL STATEMENTS — JUNE 30, 1949 

NOTE 1 

The consolidated financial statements include the parent company and 
the wholly owned Canadian subsidiaries; there are no active wholly 
owned domestic subsidiaries. Although financial statements received 
from the Continental European subsidiaries indicate in general a satis¬ 
factory condition, no change has been made in the reserve against in¬ 
vestments in such subsidiaries pending further developments and 
reasonable stabilization of world monetary conditions. 

NOTE 2 


The consolidated balance sheets include the following assets in Canada 
at the dates indicated: 



June 30,1949 

June 30, 1948 

Current assets . 

. . $6,847,253.05 

$7,319,334.26 

Current liabilities . 

. . . . 652,883.71 

776,905.32 

Net current assets. 

. . . $6,194,369.34 

$6,542,428.94 

Other assets. 

... 273,301.94 

83,669.93 

Properties, less reserves for 
depreciation . 

.... 2,242,702.28 

2,151,607.41 

Total. 

. . . $8,710,373.56 

$8,777,706.28 


Properties have been converted at U. S. dollar costs at dates of acqui¬ 
sition ; other assets have been converted at the lower of cost or official 
rate of exchange. 


NOTE 3 

The reserve for possible loss on uncollectible accounts deducted from 
accounts receivable amounted to $1,627,796.03 at June 30, 1949 and 
$1,385,790.07 at June 30, 1948. 

NOTE 4 

Property, plant and equipment and trade-marks, trade rights and 
goodwill are stated at cost, including the par value of any capital stock 
issued as consideration therefor. The allocation of the cost of businesses 
























acquired as entireties as between tangible assets and trade-marks, 
trade rights and goodwill was determined by the management as of 
the dates of the acquisitions. 


NOTE 5 

The agreement covering the Company’s funded debt restricts the 
amount of earnings retained in the business available at June 30, 1949 
for dividends on common stock (other than stock dividends) or for 
the purchase of capital stock of the Company to $20,034,342.36. 

NOTE 6 

Provisions for depreciation for the year ended June 30, 1949 included 
in the statement of consolidated income aggregated $1,419,755.94. 


ACCOUNTANTS’ CERTIFICATE 


The Quaker Oats Company: 

We have examined the balance sheet of The Quaker Oats Company and 
its subsidiary companies consolidated as of June 30, 1949 and the related 
statements of consolidated income and unreserved earnings retained in the 
business for the year then ended. Our examination was made in accordance 
with generally accepted auditing standards, and accordingly included such 
tests of the accounting records and such other auditing procedures as we 
considered necessary in the circumstances. 

In our opinion, the accompanying consolidated balance sheet and state¬ 
ments of consolidated income and unreserved earnings retained in the 
business present fairly the financial position of the companies at June 30, 
1949 and the results of their operations for the year then ended, in con¬ 
formity with generally accepted accounting principles applied on a basis 
consistent with that of the preceding year. 


Chicago, September 8, 1949. 


(Signed) HASKINS & SELLS 
Certified Public Accountants 









The Quaker Oafs (pmpany 


Food products manufactured by your company 

QUAKER OATS MOTHER’S OATS 

QUAKER PUFFED WHEAT 
QUAKER PUFFED RICE 
QUAKER PACK-O-TEN 

AUNT JEMIMA READY-MIX FOR PANCAKES 
AUNT JEMIMA READY-MIX FOR BUCKWHEATS 
QUAKER YELLOW CORN MEAL 

QUAKER WHITE CORN MEAL QUAKER HOMINY GRITS 

AUNT JEMIMA YELLOW CORN MEAL 
AUNT JEMIMA WHITE CORN MEAL 

AUNT JEMIMA GRITS PETTIJOHN’S ROLLED WHEAT 

SCOTCH PEARLED BARLEY QUAKER ENRICHED FARINA 

MUFFETS—THE ROUND SHREDDED WHEAT 
QUAKER MILK MACARONI QUAKER MILK SPAGHETTI 

QUAKER EGG NOODLES 

QUAKER BEST ENRICHED FLOUR MOTHER’S ENRICHED FLOUR 

AUNT JEMIMA ENRICHED FAMILY FLOUR 
SCHUMACHER XXX GRAHAM FLOUR 
SCHUMACHER XXX FLOUR AND BRAN 
RED TOP ENRICHED FLOUR 


Other products manufactured by your company 

POULTRY, LIVESTOCK AND DAIRY FEEDS 

FUL-O-PEP POULTRY FEEDS 
FUL-O-PEP LIVE STOCK FEEDS 
FUL-O-PEP DAIRY RATIONS 



DOG FOODS 


KEN -L-RATION 

KEN-L-BISKIT 

KEN-L-MEAL 


CHEMICAL PRODUCTS 


FURFURAL 

FURFURYL ALCOHOL 

FUR-AG 
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